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HIGHLIGHTS OF HUD’S PROPOSED 1979 BUDGET....see page 2 


Current Trends 


Savings inflows continue their downward trend. In December... according to the 
National Association of Mutual Savings Banks... member banks showed an outflow of $75 
million. The U.S. League of Savings Associations. .. reporting on member association 
inflows. .. showed a substantial decline in December from a year earlier. Net increase in 
savings for the month dropped to almost half the dollar rise in December 1976... as other 
savings facilities are becoming more attractive to investors. 


The decrease in new money coming into Mutual Savings Banks and S&Ls has 
prompted spokesmen for the groups to raise serious questions about the continuation of the 
volume of residential mortgages savings banks and S&Ls have placed in recent months. 
“There is no doubt that the steady rise in open-market interest rates in December 
contributed to this deterioration in our industry’s deposit experience,’ Saul B. Klaman, 
President of the National Association of Mutual Savings Banks, said. While Norman Strunk, 
Executive Vice President of the U.S. League of Savings Associations, said: “Because there 
will be increased competition for savings funds... the decline in savings growth of the last 
quarter of 1977 may continue for several more months. ..and mean some tightening in the 
supply of mortgage funds.” 


Despite the decline in the rate of new savings inflow into S&Ls. . . preliminary totals 
for the year show that mortgage lending reached $107 billion in 1977... compared to $79 
billion in 1976. ..a 36 percent rise. 


In its mid-January Free Market System auction... FNMA set four new records. Tota! 
offers bid and total offers accepted were at new highs: $1.7 billion in bids were received and 
$798.1 million were accepted. The previous record for offers bid was set in March of 
1974. ..with $1.3 billion in offers. The latest level of acceptances surpassed the previous 
record of $760.2 million set at the end of last year. New highs were also reached in the 
FHA/VA auction...both for bids received and bids accepted... totaling $1.249 billion 
...exceeding the previous record of $1.154 billion set in March of 1974. Accepted bids were 
$605.3 million. ..as compared to the previous high of $569.7 million set in the immediately 
proceeding auction. 


* 


Land Fraud Conviction 


In U.S. v. William D. Morgan, Criminal Case No. 77-94, U.S. District Court for the 
Middle District of Pennsylvania, a jury has found the defendant guilty of 21 counts of mail 
fraud. Morgan was sentenced to serve 4 years on each count (to run concurrently) and also 
fined $350 on each count. 


Morgan. .. who had been indicted last summer... was manager of Thornhurst Lake 
Estates in the Pocono Mountain area of Pennsylvania. He was found guilty of including false 
information in his property reports and misleading purchasers about land they are buying. 
Evidence at the trial showed he failed to give buyers completion dates for a sewage disposal 
plant, a swimming pool, tennis courts, and paved roads. Additional evidence revealed he used 
the U.S. mails to send out letters deceiving the public about the planned facilities at the 
Thornhurst properties. 





1979 Budget Submitted 


President Carter has submitted his proposed Fiscal Year 1979 Budget to the Congress. 
Secretary Harris. ..commenting on the HUD portion of the submission. . . said it would help 
restore America’s major urban areas without sacrificing the needs of small cities and rural 
America. 


“Our commitment is to rovide adequate shelter and improve the quality of life for all 
Americans, no matter wher: they choose to live,” she said. “This budget reflects our 
determination to accomplish this double goal.” 


“This first complete Housing and Community Development budget of the Carter 
Administration sounds the death knell for the ‘moratoriums’ of the previous Administration 
which came close to denying Americans their right to safe housing in a decent environment,” 
the Secretary said. 


The budget proposes rental assistance for 400,000 housing units. It also projects nearly 


300,000 subsidized housing starts. .. compared to 181,000 in 1978. . . 130,000 in 1977... and 
51,000 in 1976. 


Providing the thrust for the 300,000 starts is the proposed use in both 1978 and 1979 of 
$1.5 billion in low-interest mortgage money (GNMA ‘Tandem’ Purchase Authority) to attract 
builders and developers to construct new apartments for low- and moderate-income tenants 
under the Section 8 Program. 


“This reflects our commitment to halt the numbers game of the past when money was 
reserved for Assisted Housing which never became available. This Administration is con- 
centrating on actually putting people into housing,” said the Secretary. 


The budget also targets ‘Tandem’ money to revitalize the cities by making available in 
1978 and 1979 a half billion dollars in low-interest money for financing mortgages for 
apartment houses for moderate-income people. This will attract middle-income families to the 
cities. 

In a major shift to rehabilitation as a key strategy for revitalizing cities and 
neighborhoods. .. the budget creates and expands mechanisms for renewing rundown, often 
old, properties that now blight the Nation’s urban areas and rural neighborhoods. 


For instance, a major tool for renewing property... Section 3/2 Rehabilitation (which 
the previous Administration had attempted to discard)... is proposed as a permanent program 
in the 1979 budget. .. with $125 million in loans. . . a record for the Program. 


In addition. .. the budget projects a sharp increase in substantial rehabilitation activity 
vith 70,000 units proposed for 1979 for the Rental Assistance (Section 8) Program. 


A new, “‘moderate rehab” program is created for the Rental Assistance (Section 8) 
Housing Program. This innovative use of the existing housing program will preserve up to 
39,000 dwelling units that require less than substantial repairs. 


In recognition of the growing community planning and development needs of cities and 
»wns, the Secretary noted that the new budget projects using the full $3.750 billion in Block 
Grants authorized by the Congress for 1979... an increase of $150 million over 1978. 


Another $400 million is budgeted for the innovative Urban Development Action Grant: 
Program. .. which is designed to help communities battle economic blight and unemployment 
through public and private financial initiatives and reinvestment. 


“We will be unrelenting in our determination to come to the aid of the cities and 
neighborhoods that demonstrate the will power to help themselves,” the Secretary said. 


é (continued) 





1979 Budget (Cont'd) 


The Secretary announced that to help communities help themselves, the budget 
recommends legislation to create an Urban Extension Service. .. funded at $10 million. The 
Program is designed to enable communities to share their experience with Federal programs and 
thus utilize Federal funds more effectively and creatively. 


Other budget highlights: 


e@ $729 million for Public Housing operating subsidies...up $44 million over 
1978... and including an appeals fund of $12 million. 


e $800 million providing an estimated 25,000 units for Housing for the Elderly 
(Section 202) including $50 million exclusively for housing for the handicapped, primarily the 
non-elderly handicapped. 


e $79 million for a new subsidy program for troubled projects... which will help 
prevent foreclosures of federally-assisted apartment houses. . . while also averting either massive 
rent increases or evictions of present low- and moderate-income tenants. This is in addition to a 
$24.3 million special one-year supplemental request for the rent supplement program to cover 
rent increases until the new program is enacted. Tied into this program is the initiation of 
special HUD management controls over these apartment houses. 


e $20 million for Urban Homesteading. .. bringing the total authorized to date to $55 
million. Formerly a demonstration activity... Urban Homesteading is now a program with 39 
cities participating. A total of 1,442 families have been approved for homes through the end of 
1977. 


To carry out the expanded activities projected by the 1979 work agenda. . . the budget 
projects a staff increase of 1,410 employees. 


“With this added staff and the reorganization of the field I announced recently, we will 
ensure efficient and adequate delivery of HUD Community Development and Housing 
Assistance,” Secretary Harris said. 


The Secretary noted that there would be additional changes in the way the Section 8 
Existing Housing Program would be used. 


eer 


in addition to developing a new moderate rehab program,” she said, “‘the existing 
housing program will be utilized to promote expanded freedom of choice for low-income 
Americans.” She noted that special efforts will be made to address the problems of racially 
segregated low-income housing. 


She described the 1979 budget as a ‘“‘good vehicle” to meet HUD’s four basic goals: 


revitalization of urban areas; shelter for all Americans; fair housing opportunities; and increasing 
the capacity of communities and neighborhoods to achieve revitalization. 


The 1979 budget projects appropriations of $10.981 billion. ..up a half billion over 
1978; and outlays of $9.8 billion, $1 billion over 1978. 


Budget authority required is $39.7 billion. .. although Congress will have to approve 
only $33.3 billion because unused assisted housing budget authority available from prior years 
will be carried over. 

The 1979 Fiscal Year starts October 1, 1978. 

* 


FYI 


The Institute for Professional and Executive Development... Workshop on Section 
11(b) Financing of Section 8 Assisted Housing. .. Arlington, Virginia, February 27-28. Details: 
Ms. Marjorie Buren, JPED, 1800 M Street, N.W., Washington, D.C. 20036 (202/466-8592). 





HUD Adopts ‘New Town in Town’ Policy 


Secretary Harris has announced a reorganization of HUD’s New Communities Program 
which is designed to bring effective management and accountability to the problem-plagued 
New Communities Program and move it toward a ‘new-town-in-town’ approach. 


Under the new approach...the Program’s administration will be completely re- 
organized to focus many of its resources on projects that will bolster the sagging economy of 
existing cities. 


At present...there are 13 New Communities funded by HUD as the result of 
legislation passed by Congress in 1968 and 1970. Of these. ..seven are in financial trouble. 
But Secretary Harris emphasized that HUD will not close out those existing New Commu- 
nities that are viable and are meeting national and local goals. 


‘“‘We not only intend to support them,” she said, ““‘but to make them stronger.” 


The Program’s reorganization involves the abolition of the New Communities Admini- 
stration established in 1973. The reorganization will be conducted under the supervision of 
William J. White, General Manager and Chief Executive Officer of HUD’s New Community 
Development Corporation. 


A stronger field structure will be created, along with an Office of Policy Planning and 
Budget which will coordinate with other Federal Agencies. An Office of New Project 
Development also will be established. .. together with an Office of Financing and an Office 
of Program Management. 


The reorganized New Communities Program... Secretary Harris said... will move 
toward two basic HUD goals. . . to revitalize urban areas, and to increase the capacity of local 
governments to revitalize and stabilize existing communities and neighborhoods. 
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